Descriptive statistics of stock market momentum sorted currency portfolios
This table provides annualised, percentage point values of average spot exchange rate changes, forward discounts, stock returns, currency excess returns without taking account of transaction costs as well as currency returns computed with bid/ask spreads of 6-6 stock market momentum sorted currency portfolios. Panel A reports the characteristics of these portfolios for the sample of both developed and emerging markets. Panel B displays the corresponding values for the sample of developed countries only. The portfolios are rebalanced every month. "Mean" indicates the arithmetic average of the respective currency portfolio returns, "SD" the corresponding standard deviation and in the case of excess returns "SR" gives the Sharpe ratio, i.e. the ratio of mean returns and standard deviation. The sample period ranges from November 1983 to May 2009. 6-6 momentum means that e.g. foreign currency returns in November 1983 are allocated to portfolios according to the cumulated monthly stock market returns of a particular country in the period from December 1982 to June 1983. Portfolio 1 always the currencies from countries with lowest, portfolio 6 the currencies from countries with highest stock market momentum returns. 
II

Reconstruction of Lustig et al. (2009) currency portfolios
The sample periods of the stock market momentum based formation of currency portfolios do not necessarily coincide with the sample periods of forward discount or currency momentum sorted currency portfolios in Lustig et al. (2009) . In order to allow a direct comparison between these different currency portfolio sorts, I construct the forward discount and currency momentum currency portfolios for the sample periods used in the stock market momentum sorting of foreign currencies.
Excess returns on forward discount sorted currency portfolios at time t+1 are allocated to portfolios according to the forward discount at time t. Excess returns on currency momentum sorted currency portfolios at time t+1 are allocated to portfolios based on currency excess returns at time t. These portfolios are rebalanced every month. The sample period ranges from Table H15 . Table 3 reports estimates from regressions of monthly excess returns on the 12-2 stock market momentum sorted currency portfolios on these predictive variables one month ahead, i.e. parenthesis. An asterisk indicates significance at the 95% confidence level.
The regression results are easily summarized. None of the macroeconomic variables captures the time series variation in the stock market momentum sorted currency portfolio returns. 
V
Conditional pricing model
The time series evidence conveys the notion that the stock market momentum sorted currency portfolio returns are predictable by the TED spread. Hence, we could use the TED spread as signalling variable and consider a conditional cross-sectional model. Rearranging equation (8) from the main text then leads to 
